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November 12, 2013

Nancy Clement

Office of Legislative Auditor
1600 North Third Street
Baton Rouge, LA 70804

Dear Ms. Clement,

A revised valuation has been approved by the Board. The System’s Actuary
revised the original valuation to conform to legal requirements of funding
administrative expenses, which reflects the same method to fund
administrative expenses as used in prior years. The revision affected the
actuarial value of assets, actuarial accrued liability and the unfunded actuarial
accrued liability, as reflected in Footnote A. These changes had no effect on
the Statement of Net Position or the Statement of Changes in Net Position.

Enclosed are the revised Annual Financial Report and the Financial and
Compliance Audit for Teachers' Retirement System of LA (TRSL) for fiscal
year ended June 30, 2013. The revised version is to replace the report that was
previously submitted on October 8, 2013. This audit was performed by
Hawthorn, Waymouth & Carroll, L.L.P.

Sincerely,

IS

Charlene T. Wilson
Chief Financial Officer

CTWi/scj

Under provisions of state law, this report is a public
document. A copy of the report has been submitted to
the entity and other appropriate public officials. The
report is available for public inspection at the Baton
Rouge office of the Legislative Auditor and, where
appropriate, at the office of the parish clerk of court.

DEC 11 2013

Enclosures

Release Date

Toll free (outside the Baton Rouge area): 1.877.ASK.TRSL (1.877.275.8775)

Teachers’ Retirement System of Louisiana is an equal opportunity employer and complies with Americans with Disabilities Act.
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Teachers’ Retirement System of Lowsiana -+ web masterfus arg .
Post Offe Box 94123

Raton Rouge 1A 70804 9123

November 8, 2013

Board of Trustees

Teachers’ Retirement System of Louisiana
Post Office Box 94123

Baton Rouge, LA 70804-9123

Dear Board Members:

We are pleased to present the 2013 Comprehenswe Annual Financial Report (CAFR) for the Teachers’ Retirement
System of Lowsiana (TRSL) Each year, 1n this report, we provide a complete accounting of TRSL activities and
operations, including our financial position, investment performance, statutory compliance, demographic make-
up, and fund stewardship This year's compilation covers the fiscal year ended June 30, 2013, and represents the
combined efforts of the TRSL staff and 1ts advisors.

Furthermore, 1n the 2013 annual report, we pay homage to teachers. Histonan and scholar Jacques Barzun said
“Teaching 1s not a lost art, but the regard for 1t 1s a lost tradition ™ At TRSL, so much of what we do centers on
preserving the dignity of teachers and the teaching profession. A strong retirement system for Louisiana’s edu-
cational professionals means they can count on a secure source of income long after they leave the classroom or
campus Every day, everyone at TRSL works to make that happen.

It’s often said that people don’t enter the teaching profession to get rich Teacher salanes rarely reflect their im-
portance and worth to society. Quite simply, teachers teach because they have a genuine desire to make life better
for another person through education

We can all remember that teacher who 1nspired, encouraged, and gently—or maybe not-so-gently—nudged us to
think harder, do better, and dream bigger. Where would we be without the generous spint of those who choose
to share their knowledge and passion for learning with others? In their honor, throughout this report, we’ve used
some poignant and powerful quotations about teachers that, hopefully, will help us reflect on how they impact
us all.

2013 Legislative Session

In the 2013 legislative session, more than 40 retirement-related bills were filed. Nineteen directly impacted TRSL,
but only two of those passed

Act 365 of 2013 gives members the opportunity to transfer service credit to another system with a higher accrual
rate by paying all actuanal costs Also, under this new law, individuals who are not state employees can com-
plete a reverse transfer of service credit without having to immedately retire, if application is made on or before
December 31, 2013.

Most notably, House Concurrent Resolution 2 delayed implementation of the cash balance plan until July 1, 2014

The cash balance plan law was passed 1n the 2012 legislative session, and created a new retirement plan for TRSL
employees of postsecondary education institutions and postsecondary education management boards hired on or
after July 1, 2013.

8 Figcal Year 2012-13
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However, after close of the 2013 legislative session, the Lowsiana Supreme Court ruled that the 2012 law that
created the cash balance plan was passed unconstitutionally—nullifying the law and the new plan.

Sull, despite the eventual outcome, we would be remiss in not acknowledging the incredible amount of time and
effort that went :nto planning and prepanng for the implementation of the cash balance plan by the TRSL staff.

Profile of TRSL

TRSL 15 a multiple-employer, defined benefit pension plan established by the Legislature in 1936. Its assets are
held 1n trust to provide retirement benefits for retired members and their beneficianes

As the largest public retirement system in the state, TRSL has a membership of 180,738. Actively employed mem-
bers numbered 82,910 1n Fiscal Year 2013 and our annuitant count stood at 71,031. In 2012, achve membership
totaled 84,513 and the number of retirees was 67,657.

TRSL paid out more than $1 8 billion 1n retirement benefits during Fiscal Year 2013. The vast majority of TRSL
members remain 1n Louisiana after retirement, so those retirement doilars are put to work 1n local communities
where they're used to buy goods and services, and pay taxes.

TRSL 1s governed by a Board of Trustees whose pnimary responsibility i1s to manage and safeguard assets held in
trust for the membership. The TRSL Board has 12 elected members and five ex officio members who hold their
positions by virtue of their state office. The TRSL Board meets every month. Trustees and executive management
staff perform all duties in accordance with their fiduciary responsibihities.

In addition to monthly board meetings, TRSL trustees are required by statute to complete continuing education
hours 1n investments, actuarial science, law, and ethics. Board members must complete a total of 16 hours of
trustee education each year

Investments

TRSL 1investments earned a 13.9 percent return on investments (gross of fees) for the fiscal year ended June 30,
2013, with investment assets totaling $15 2 bilion Furthermore, over the past three years, our annuahized returns
are 13 1 percent, which places us 1n the top five percentile of public plans with assets greater than $1 billion, ac-
cording to the Wilshire Trust Umverse Companson Service (TUCS)

More specifically, the retirement system’s public market assets outperformed the corresponding benchmark, re-
turning 14 3 percent versus 12.4 percent for the fiscal year. In alternative assets, real estate was the leading asset
class returning 14.4 percent for the year, followed by private debt and private equuty at 12.8 percent and 12 4
percent, respectively

In another piece of good news, the latest report from CEM Benchmarking, Inc. showed that TRSL's management
of 1ts investment program 1s highly cost efficient. CEM compared TRSL with 161 other U.S. pension funds as well
as a peer group of 17 U S. funds with a median size of $14 bilhon. The latest results show that TRSL saved $7 2
milhon compared to the median cost of its peers, given the same asset allocation. These savings were achieved
primarily because TRSL has been able to negotiate lower investment management costs.

Funding
TRSL administers a defined benefit plan. The plan is funded through investment earmings and contributions from

employees and employers. Regular Plan members, the System’s largest membership, contnibute eight percent of
salary toward their retirement benefits. There are two retirement plans for food school service personnel—Plan A

Teachers’ Retirement System of Louisiana 9
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and Plan B Plan A members contribute 9.1 percent toward retirement Plan B members pay five percent of salary
toward their TRSL retirement, and also contnbute to Social Security

In 2012, legislation was passed that requires that separate employer contribution rates be calculated for each
TRSL subplan—-the Regular Plan for K-12, Regular Plan for higher education, and School Lunch Plans A and B.
Despite the distinction by subplan, the employer contribution rate 1s still based on two factors: (1) the normal
cost of funding retirement benefits for the current year, and (2) amortization of the retirement system’s unfunded
accrued liability (UAL) Based upon these two factors, each year the TRSL actuary recommends an employer
contribution rate which 1s converted to a percentage of total payroll of all active members for each subplan and
adopted by the Public Retirement Systems’ Actuarial Committee (PRSAC).

The System’s funded ratio for Fiscal Year 2013 increased to 56 4 percent from 55 4 1n Fiscal Year 2012 Total net
assets held in trust at June 30, 2013, were $15 5 bilhion compared to $14.2 billion at June 30, 2012

Accomplishments

Many of our projects this year focused on expanding our ability to communicate with members by utihzing so-
cial media. In April, TRSL launched a Facebook page and a Twitter account, We're happy to report that our list
of “fmends” and “followers” has been steadily growing ever since. If you haven’t already, we encourage you to
“hike us” or “follow us” today

Our use of these popular communication resources particularly helped us dunng the legislative session We were
able to quickly and easily reach the tech-savvy segment of our members who prefer to get their information elec-
tronically and on the go—not through traditional prninted matenals.

In that same vein, we began using a new email system to send important TRSL news and information to members
who subscribe to TRSL's eNews. Our subscribers now enjoy a more attractive and interactive experience when
they receive eNews updates. They can also set their preferences to specify what kind of eNews information they
prefer to receive ,
By incorporating these technologies into our communication plan, we have also become better environmental
stewards. Last year, we made our Popular Annual Financial Report (PAFR) available exclusively online. And, 1n
Apnl we moved to a solely electronic format for our active member newsletter, Links. While these publications
have been available electromically for a while, our decision to forego future printings aligns with our commitment
to conserve resources—both physically and financially. In fact, through our green efforts, we expect to save al-
most $100,000 in annual printing and postage costs

We are also proud of the fact that TRSL has always been poised to assist members whenever the need arises. With
the privatization of the Lowisiana State University Health Science Centers and hospitals, the retirements of more
than 1,590 TRSL members in the defined benefit plan were impacted TRSL staff worked to notify the impacted
employers about resources to help them advise their employees about retirement benefit options. The System also
conducted on-site counseling at several employer sites and offered 10 webinars from February through March
that allowed affected members to get the information they needed from the convenience of their home or work
computers.

Finally, as mentioned earlier, TRSL participated in the CEM Benchmarking study, which provides a 360-degree
view of everything we do 1n our investment of assets and our processing of retirement benefits. We use the results
as a tool to ensure we manage our resources efficiently and effectively For the 10th year, TRSL was recognized
by CEM for 1ts efficient delivery of quality services when compared to its peers. In the area of pension admunistra-
tion, the latest results show that TRSL’s cost per member was $88 compared to 1ts peer average of $96 Continued
enhancements to online self-service options for members and employers have positively impacted TRSL’s service
score for the past several years

10 Fiscal Year 2012-13
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Our accomplishments are a testament to the hard work and dedication of our talented staff who continually seek
ways to build upon our past successes

Report structure and oversight

TRSL prepares this report to meet all requirements in Louisiana Revised Statute 11:832(B), and has been prepared
according to the generally accepted accounting principles established by the Governmental Accounting Standards
Board (GASB)

The management of TRSL 1s responsible for internal accounting controls, which are designed to provide reason-
able assurances regarding the rehability of all financial statements and disclosures in this report. The concept
of reasonable assurance recognizes the relationship between the cost of a control and the benefit hikely to be
derived, based on the judgment of management Furthermore, the object 1s to provide reasonable, not absolute,
assurance that the financial statements are free of any material errors. To the best of our knowledge, the internal
accounting controls currently in place meet the purposes for which they are intended—specifically assuring that
the financial statements 1n this report, including supporting schedules and statistical tables, are presented fairly
1n all matenal aspects.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and pro-
vides a narrative introduction, overview, and analysis of the basic financial statements The MD&A complements
this letter of transmittal and should be read in conjunction with 1t

This report consists of the following sections:

Introductory General information regarding TRSL operations

Financial Management’s discussion and analysis and financial statements
Investment Summary of investments and performance information

Actuarial Results from actuanal valuation and other actuanal information
Statistical General statistical information about TRSL finances and members

As previously mentioned, the TRSL Board of Trustees and 1ts executive management have a fiduciary responsi-
bility to act in the best interest of the System—not any particular constituency. Concerning these trustees and
staff, there can be no conflict of interest associated with their positions, they must meet the highest of ethical
standards; manage assets 1n accordance with the goals and statutory requirements of the System, and employ the
requisite legal and financial expertise to invest System funds. TRSL also maintains a system of internal controls
to reasonably assure member data and financial information are secure and assets and resources are safeguarded
and utihzed appropnately

As another layer of accountabihity, TRSL is subject to a substantial degree of legislative oversight The Legislature
reviews and approves the System'’s annual operating budget and enacts legislation related to TRSL’s admimistra-
tion, benefit structure, investments, and funding The legislative auditor 1s responsible for the procurement of
audits for TRSL and 1s authonzed to contract with a licensed CPA for each audit Additionally, PRSAC reviews
and adopts TRSL's valuation report, including 1ts actuanal assumptions, each year.

On behalf of the Louisiana Legislative Auditor’s Office, the independent certified public accounting firm of Haw-
thorn, Waymouth & Carroll, L L P, located 1n Baton Rouge, La , performed the annual financial and comphance
audit of TRSL This audit of our financial statements 1s performed in accordance with generally accepted auditing
standards and Government Auditing Standards as 1ssued by the Comptroller General of the United States It 1s
the opimon of the independent auditors that all financial statements contained 1n this report fairly present, 1n all
matenal respects, the financial position of TRSL as of June 30, 2013, and 2012.

Teachers’ Retirement System of Lowisiana H
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Awards and Recognition

We are honored by the recognition we received this year from two leading pension and financial associations
For the 22nd consecutive year, the Government Finance Officers Association (GFOA) presented TRSL with the
Certificate of Achievement for Excellence in Financial Reporting for our 2012 Comprehensiwe Annual Financial Re-
port. We also received the GFOA award for our Popular Annual Financial Report for 11 consecutive years.

These awards recognize state and local governments that go beyond the m:nimum requirements of generally ac-
cepted accounting principles to prepare financial reports that reflect the spirit of transparency and full disclosure
Also, the Public Pension Coordinating Council (PPCC), a cqalmon of three national associations that represent
more than 500 of the largest pension plans in the U S., awarded TRSL the Public Pension Standards Award for
Funding and Adminustration Public Pension Standards are a benchmark to measure public defined benefit plans
in the areas of retirement system management, admimstration, and funding This 1s the 10th year that TRSL has
received the PPCC award

Acknowledgments

We sincerely appreciate those TRSL staff members who were instrumental in the preparation of this report. Their
dedication to this annual undertaking is commendable and their work is invaluable

And finally, thank you to the women and men—past and present—whose 1impact 1n Louisiana’s schools, universi-
ties, and community and technical colleges crosses generations We, at TRSL, honor your dedicated service, and
remain commutted to safeguarding your retirement security

Respectfully submutted,

Maureen H. Westgard
Director

C N

Charlene T Wilson
Chief Financial Officer
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VISION

Retirement security in a changing world

MISSION

Manage the Teachers' Retirement System of Louisiana 1n a manner that creates the highest degree
of confidence 1n our integnty, efficiency, fairness, and financial responsibility

VALUES & GOALS

We are here to serve our customers.
Every customer will be provided timely, accurate, and courteous service.

We are committed to our role as fiduciaries of the trust.

We will manage the fund’s assets with unwavering integrity and discipline to provide
retirement benefits and achieve long-term, optimal results.

We believe in the value of public service and quality education for all Louisiana citizens.

We will foster an environment where innovation, initiative, and accountability are expected
and supported.

We know that with an entrepreneurial spirit and team work, we can accomplish any task.

We will utilize quality principles, leading technology, and partnerships with our stakeholders
to improve our products and services,

Ultimately, our performance comes from our people.

We value and support employees through open communication, professional development,
recognition, and by creating a sense of community

Teachers’ Retirement System of Loursiana ; 13
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Executive Management
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Front row Steve Marangos, Information Technology Director, Lisa Honoré, Ph.D., Public Information Director, Dionne

Rabalais, Human Resources Director, Katherine Whitney, Deputy General Counsel, Charlene T. Wilson, Chief Financial
Officer

Back row: Jim Buras, Retirement Benefits Administrator, Dana Brown, Investment Director of Public Assets, Jeff LaCour,
Audit Director, Ronnle Mazie, Adrmmstrauve Services Manager; Maurice Coleman, Investment Director of Private Assets
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Organizational Chart
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Summary of 2012-13 Legislation

Cash Balance Plan

HCR 2 Suspends provisions of law providing for the Cash Balance Plan 1n certain retirement systems until the earhier
of July 1, 2014, or the occurrence of certain conditions

NOTE Act No 483 of the 2012 Loutstana Legislative Sesston enacted the Cash Balance Plan as a tier of TRSL's
defined benefit plan On Jjune 28, 2013, the Lowsiana Supreme Court, tn Retired State Employees Association v
State of Louisiana, ruled that Act No 483 was enacted in wiolation of the constitutional requirements found in

Article X, Section 29(F) of the Lowsiana Constutution

Transfers between retirement systems

Act 365 Provides relative to transfers of service credit between systems and would authonze individuals transferring
service credit to a system with a higher accrual rate to elect to purchase the accrual rate of the receiving
system by payng all actuanal costs

In addition, Act 365 permits individuals who are not state employees to complete a reverse transfer of service
credit without having to immediately retire 1f application 1s made on or before December 31, 2013.
(Effective 6/30/13)
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Independent Auditor’s Report
Members of the Board of Trustees
Teachers® Retirement System of Louisiana
Baton Rouge, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of Teachers’ Retirement System of Louisiana
(the System), a component unit of the State of Louisiana, as of and for the years ended June 30, 2013 and 2012,
and the related notes to the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Teachers’ Retirement System of Louisiana, as of June 30, 2013 and 2012, and the respective
changes in financial position for the years then ended in accordance with accounting principles generally accepted
in the United States of America.
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FINANCIAL SECTION

Change in Actuarial Calculation

As described 1n Note O to the financial statements, the actuanal calculations were revised 10 adhere to
legal requirements concermng admimstrative expenses. The revised calculations resulted 1n changes to the
actuarial value of assets, actuarial accrued hability and the unfunded actuarial accrued Liability. Our opinion 15 not
modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and schedules of funding progress for defined benefit plan, employer contributions for
defined benefit plan, and funding progress for other post-employment benefits listed as Required Supplementary
Information 1n the table of contents be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements 1n an
appropriate operational, economuc, or histarical context. We have applied certamn lumited procedures to the
required supplementary information in accordance with auditing standards generally accepted n the United States
of Amenica, which consisted of nquines of management about the methods of prepanng the mformation and
comparing the information for consistency with management’s responses to our mquiries, the basic financial
statements, and other knowledge we obtamed during our audit of the basic financial statements. We do not express
an opinton or provide any assurance on the information because the mited procedures do not provide us with
sufficient evidence o express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of the
System The accompanying schedules of edmunistrative expenses, investment expenscs, board compensation, and
payments to non-investment related consultants and vendors listed as Supporting Schedules in the table of
contents are presented for purposes of addiuonal analysis and are not 8 required part of the basic financial
statements. These schedules are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. Such informaton has been
subjected to the auditing procedures applied n the audut of the basic financial statements and certain addional
procedures, including comparing and reconciling such information directly to the underlying accounung and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures 1n accordance with auditing standards generally accepted in the United States of Amenca. In
our optnion, the information is fairly stated in all matenal respects in relation to the financial statements as a
whole.

The introductory section, investment section, actuarial section, and statistical section have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do
not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audinng Standards, we have also 1ssued our report dated October 8,
2013, on our considerahon of the Sysiem's internal control over financial reporting and on our tests of its
comphance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testng, and not to provide an opinion on mnternal control over financial
reporting or on camphance. That report is an integral part of an audit performed i accordance with Goverrment
Auditing Standards in considenng the System’s internal control over financial reporting and compliance.

Yours truly,

/%W?@m, ﬂ{/y«wﬂ V‘M REr
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Management’s Discussion
and Analysis

Management 1s pleased to provide this overview and
analysis of TRSL’s financial performance. This narra-
tive overview and analysis assist in interpreting the
key elements of the financial statements, notes to the
financial statements, required supplementary infor-
mation, and supporting schedules for 2012 and 2013.
We encourage readers to consider the information and
data presented here in conjunction with information
provided in other areas of the Financial Section, as
well as information presented 1n the letter of transmut-
tal in the Introductory Section,

Financial Highlights

e The net assets held in trust were $15 5 billion in
2013 compared to $14.2 billion n 2012, and $14 6
bilhon in 2011

® The market rate of return on the System’s invest-
ments was 13 9 percent for 2013 compared to 0.1
percent for 2012, and 26 8 percent for 2011

* The System’s funded ratio was 56.4 percent at
June 30, 2013, compared to 55 4 percent at June
30, 2012, and 55.1 percent at June 30, 2011.

¢ The unfunded actuanal accrued hability (UAAL)
was $11.3 billion for 2013, $11.0 bullion for 2012,
and $10.8 illion for 2011 This hability includes
all actuarial assets required in accordance with
GASB 25,

e Total benefit payments were $1 8 billion 1n 2013
The benefit payments were $1 7 billion 1n 2012,
and $1.6 bilhon 1n 2011.

Overview of the Financial Statements
The System's basic financial statements include the
following

¢ Statements of net position (formerly statements of
plan net assets),

* Statements of changes in net position (formerly
statements of changes 1n plan net assets), and

* Notes to the financial statements.

This report also contains required supplementary
information in addition to the basic financial state-

ments The statements of net position report the pen-
sion fund’s assets, habilities, and resultant net assets
held 1n trust for pension benefits It discloses the fi-
nancial position of the System as of June 30, 2013, and
June 30, 2012.

The statements of changes 1n net posiuon report the
results of the pension fund’s operations dunng the
years, disclosing the additions to and deductions from
the plan net assets It supports the change that has oc-
curred to the prior year's net asset value on the state-
ment of net position.

The notes to the financial statements provide addi-
tional information and nsight that are essential to
gain a full understanding of the data provided n the
statements

* Note A provides a general description of TRSL,
information regarding employer and membership
participation, and descniptions of the various plans
offered

* Note B provides a summary of sigmificant account-
ing pelicies and plan asset matters including the
basis of accounting, estimates, methods used to
value investments, property and equipment, bud-
getary accounting methods, accumulated leave re-
quirements, and reclassifications.

* Note C provides information regarding member
and employer contribution requirements.

® Note D provides information regarding TRSL em-
ployee pension benefit plans.

* Note E describes the System’s investments and in-
cludes information regarding cash and cash equiv-
alents, security collateralization, investment credit
sk, interest rate nsk, foreign credit nisk, and al-
ternative investments

¢ Note F provides information regarding securities
lending transactions

* Note G describes the vanous types of denvative
investments in which the System 1s invested.

* Note H provides information on contingent habili-
ties.

* Note I provides the required supplementary infor-
mation

* Note J provides information on the presentation of
GASB Statement 44.
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¢ Note K provides information on the presentation
of GASB Statement 45.

* Note L provides information on subsequent events

¢ Note M provides information on upcoming imple-
mentation of GASB Statement 67,

® Note N provides information on upcoming imple-
mentation of GASB Statement 68.

® Note O provides information on a revision by the
actuary concerning the funding of administrative
expenses as prescribed by Statute.

Required supplementary information consists of two
schedules and related notes concerning the funded
status of the System It also includes the schedule of
funding progress for the Other Post-Employment Ben-
efits (OPEB) plan.

Supporting schedules include information on admin-
1strative expenses, Investment expenses, board com-
pensation, and payments to non-investment related
consultants and vendors.

TRSL Financial Analysis

TRSL provides retirement benefits to all eligible teach-
ers, administrative support staff, and school food ser-
vice personnel. Member contributions, employer con-
tnbutions, and earmings on investments fund these

benefits Total net assets held 1n trust to pay pension
benefits at June 30, 2013, are approximately $15 S bil-
lion, compared to $14.2 bilhion held 1n trust at June
30, 2012, and $14 6 bilhon held 1n trust at June 30,
2011

Changes in Net Position

For June 30, 2013, additions to TRSL’s net position
were denved from investment income and member
and employer contributions. For 2013, investment 1n-
come was $1,750,935,396 compared to -$58,458,258
for 2012, and $2,942,693,424 for 2011. For 2013 mem-
ber contnbutions decreased $6,140,518 {-1 8 percent)
compared to 2012, and employer contributions 1n-
creased $7,296,303 (0 7 percent) over 2012 For June
30, 2012, additrons to TRSL's plan net position were
derived from member and employer contnbutions.
Member contnbutions decreased $8,414,875 (-2 5 per-
cent) compared to 2011, and employer contributions
increased $123,251,239 (14 4 percent) over 2011. For
2011, member contributions decreased $4,791,303
(-1.4 percent) compared to 2010, and employer con-
tributions tncreased $188,698,589 (28 4 percent) over
2010 The System’s actuary and the Public Retirement
Systems’ Actuarial Committee (PRSAC) adjust em-
ployer contnbutions annually

Condensed Comparative Statements of Net Position

2013 2012 2011

Assels

Cash and cash equivalents $ 199,799,910 $ 198,662,009 $ 193,169,842

Receivables 1,434,471,144 982,346,638 881,409,503

Investments (fair value) 15,178,470,861 13,908,020,885 14,226,894,390

Secunties lending collateraf 1,972,876,370 1,526,262,603 1,193,140,158

Capital assets 4,027,869 —_ 4148693 —_—4.298.781

Total assets —18.789,746.154 —16,619.440.626 —16.498.912.674
Liabllities

Accounts payable and other liabilities 1,326,532,924 904,194,504 728,561,935

Secunties lending collateral 1,972,976,370 1,526,262,603 1,193,140,158

Total liabllitles —3.299.509,294 2430457107 —1.921,702,093
Net assets held in trust § _15.490,236,860 $ 14,188,983 721 $ 14,6577,210,581

Teachers’ Retiremen! System of Louisiana
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Financial Section

Deductions from plan net assets totaled $1,876,981,254 in Fiscal Year 2013, an increase of $126,449,055 (or 7.2
percent). For 2012, deductions from plan net assets totaled $1,750,532,199, an increase of $74,316,031 (or 4.4
percent) over Fiscal Year 2011. In 2011, total deductions from plan net assets increased by $84,344,231 (or 5.3
percent) over Fiscal Year 2010. Benefit payments continue to be the major reason for this increase. For Fiscal
Year 2013, benefit payments increased by 7.0 percent, compared to 4.1 percent in 2012, and 5.4 percent in 2011.

Condensed Comparative Statements of Changes in Net Position

2013 2012 2011
Additions
Member contributions 327,767,936 3 333,908,454 $ 342,323,329
Employer contributions 984,465,807 977,169,504 853,918,265
ORP contributions retained 111,013,985 107,420,377 89,760,676
Other operating revenues 4,051,269 2,265,262 3,299,671
Total net investment income (loss) 1.750.935.396 (58.458.258) 2942 693,424
Total additions 3,178.234.393 1.362,305.339 4,231,995,365
Deductions
Benefits, refunds, and other 1,860,853,924 1,733,774,249 1,660,261,512
Administrative expenses 15,750,180 16,317,659 15,417,596
Depreciation expense 377,150 440,291 537.060
Total deductions 1.876.981.254 1.750.532,199 1.676.216.168
Net increase (decrease) 1,301,253,139 (388,226,860) 2,555,779,197
Net assets beginning of year 14.188.983.721 14.577.210.581 12.021.431.384
Net assets end of year $ 15490.236.860 $ 14.188.983.721 $ 14,577.210.581

Condensed Comparative Statements of Changes in Net Position

Millions
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As the state’s largest public retirement system, TRSL is responsible for the prudent management of funds held in
trust for the exclusive benefit of members. Funds are invested to achieve maximum returns and minimize risk.

Total investments at June 30, 2013, approximated $15.2 billion, compared to $13.9 billion at June 30, 2012, and
$14.2 billion for June 30, 2011. For 2013, the System experienced a $1.8 billion gain compared to a $58.5 million
loss for 2012, and a gain of $2.9 billion in 2011. For 2013, the investment increase is due in large part to returns
in the System’s public market assets and the System’s return in its private asset allocations.

TRSL’s market rate of return is 13.9 percent for fiscal year ended 2013. The System has sustained annualized
returns over the past three years of 13.06 percent, which when compared to other public plans with assets greater
than $1 billion gives the System a top five percentile ranking, according to the Wilshire Trust Universe Compari-

son Service (TUCS).

Investments at Fair Value

2013

2012

2011

Domestic bonds

$ 1,611,411,082

$ 1,477,406,933

$ 1,374,952,322

International bonds

1,162,848,924

972,447,063

669,538,563

Domestic stocks

4,322,095,263

3,794,815,270

3,975,570,172

International stocks

3,148,691,961

2,904,306,050

4,094,745 522

Short-term investments

1,005,978,360

884,290,767

738,220,668

Alternative investments

3.927.445 271

3.874,754.802

3,373.867.143

Total investments

Millions

$ 15.178,470,861

$ 13,908,020,885

Investments at Fair Value
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